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CONFIDENTIAL STATE 062084 

E.O. 11652: GDS 
TAGS: ENRG, CA 

SUBJECT: CAPITAL COST OF THE NORTHERN GAS PIPELINE 

REFERENCE: STATE 60183 

1 . EMBASSY IS REQUESTED TO DELIVER TO THE NEB THE LETTER 
CONTAINED IN REFTEL, AND TO SEEK GOC AGREEMENT WITH THE 
POSITION DESCRIBED IN THE LETTER. AS PART OF THE AGREE- 
MENT, THE U.S. SIDE WANTS THE FOLLOWING FOOTNOTE TO BE 
ADDED TO ANNEX III OF THE AGREEMENT ON PRINCIPLES. 

2. BEGIN TEXT OF FOOTNOTE: THE CAPITAL COSTS INCLUDED 
IN THIS TABLE INCLUDE NORMAL PIPELINE COSTS INCURRED IN 
CONSTRUCTING GAS PIPELINE FACILITIES IN CANADA, EXCEPT 
THOSE SPECIFICALLY EXCLUDED IN THE PROVISIONS OF THIS 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 STATE 062084 

ANNEX, AND INCLUDE SUCH ITEMS AS AN ALLOWANCE FOR FUNDS 
USED DURING CONSTRUCTION AS WELL AS AN ALLOWANCE ON AND 
RECOVERY OF REGULATORY MONITORING COSTS, PROVIDED, HOWEVER, 

THAT REGULATORY MONITORING CHARGES SHALL NOT EXCEED 0.7 
OF ALL OTHER ALLOWED CAPITAL COSTS. END TEXT. 

3. THE FOOTNOTE SHOULD BE PART OF THE TABLE ENTITLED 
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"FILED CAPITAL COSTS FOR THE PIPELINE IN CANADA" WHICH 
APPEARS ON PAGE 77 OF THE PRESIDENT'S SEPTEMBER 1977 

"DECISION AND REPORT TO CONGRESS ON THE ALASKA NATURAL 
GAS TRANSPORTATION SYSTEM". THE SAME TABLE APPEARS ON 
PAGE 44 OF CANADIAN BILL C-25. THIS TABLE WILL BE 
AMENDED TO INCLUDE A NEW COLUMN FOR THE 56-INCH PIPE. 

THE FOOTNOTE WILL APPLY TO THE NEW COLUMN. VANCE 


CONFIDENTIAL 


NNN 
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